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Application for Authorisation

Supplement for home finance providers and/or administrators - notes
	
1
	Regulatory business plan




The applicant firm's description of its proposed business is an important part of the overall application and integral to our decision making.  The amount of detail submitted should be proportionate to the scale and complexity of the business that the applicant firm intends to carry out. The level of detail should also be appropriate to the risks to the applicant firm's prospective clients of its proposed business. Not all sections may be applicable to a home finance administrator.
Having regard to the threshold conditions, we need to be satisfied that the applicant firm can:

· demonstrate the ongoing viability of its business proposal, including appropriate supporting material and research;

· identify all the regulated activities and any unregulated business that it intends to carry on;

· demonstrate that it will have the skills, competence and governance arrangements appropriate to managing a home finance business; 

· identify all the likely business and regulatory risk factors;

· explain how it will monitor and control those risks; and 

· take into account any intended future developments. 

You can find further information about our requirements and expectations for business plans in the COND Sourcebook, and about business risks and controls in the SYSC Sourcebook of the Handbook. 


Type of mortgage business to be undertaken

1.1 

Please confirm what type of mortgage business the applicant firm proposes to undertake?

No additional notes.
1.2

Background

1.2.1
What type of business is the applicant firm proposing to undertake?

No additional notes.
1.2.2
What is the rationale for the application and the regulated activities applied for (and, if applicable, how does this fit into the group’s overall future strategy)? 

No additional notes.
1.3

Home finance activities
1.3.1
Describe the home finance activities the applicant firm is proposing to conduct in the UK.
The applicant firm should provide sufficient information to enable the FCA to understand the applicant firm’s home financing activities. At a minimum this should include details of: 
1.3.1.1
the stages of the home finance transactions in which the applicant firm is seeking to be involved. 
You must provide an overview of the stages of the home finance transactions in which the applicant firm is seeking to be involved, covering:

i.   the initial introduction of the prospective customer to the applicant firm;

ii.  the home finance application process;

iii. the completion of the transaction; and

iv. the ongoing post-completion administration of the transaction.

1.3.1.2
the roles undertaken by the applicant firm and relationships with other entities (including related group entities).
An explanation of the intended roles of, respectively, the applicant firm and any other entities (including related group entities) at the respective stages of the home finance transactions outlined in 1.3.1.1 and the applicant firm's intended arrangements for disclosing to customers its relationships with any such entities (including any remuneration to intermediaries).

1.3.1.3
how the services it is proposing to offer to its intended customers itemised in 1.2.1.1 correspond with the regulated activities for which it is applying for permission to carry on in Section 2.
No additional notes.

1.3.1.4
a description of proposed product range.
The applicant firm must describe the proposed home financing product range, including details of the maximum transaction amounts, maximum transaction loan-to-value ratios (or equivalent) and income multiples that the applicant firm would be seeking to use.

1.3.1.5
an explanation of how the product(s) will work both from the perspective of the customer and the applicant firm.
We need to understand the mechanics behind the product; for example, the transactions involved, legal rights and obligations, monetary and property flows.  



For sale and rent back business, the applicant firm must provide details of:
· how sale and rent back purchases will be funded; and

· whether the applicant firm will be arranging (mediating) sale and rent back agreements on behalf of unauthorised providers.

1.3.1.6
a description of the target market and of the typical customer for which the product(s) have been designed. 

No additional notes.
1.3.1.7 an approximate size of the applicant firm's expected customer base in the first, second and third years of business following authorisation.

The applicant firm must indicate its expected customer numbers as at the end of each of its first, second and third years of business following authorisation.

The applicant firm must also indicate the size of the existing customer base for any business that it currently carries on that is not regulated by the FCA, and the size of this customer base in the first, second and third years of business following authorisation. 

1.3.1.8
three-year projections covering anticipated business volumes, split by key distinguishing factors.


Key distinguishing factors include fixed/variable mortgages and percentages of mortgages which are fast tracked. These are examples only.

1.3.1.9
details of the applicant firm's business strategy for the future.
No additional notes.
1.3.1.10 details of unregulated business vs regulated business.
The applicant firm must outline any unregulated business that it is proposing to carry on, and indicate the expected percentage split between its proposed regulated and unregulated business.

1.3.1.11 Treasury business if applicable.

Provide details, including instruments to be traded and trading counterparties, of any treasury business that the applicant firm is proposing to carry out, whether to generate a return or for hedging purposes.

We would expect some overlap between the applicant firm's proposed treasury business and its application (if appropriate) for permission to carry out the regulated activity of dealing in investments as principal in contractually-based investments in Question 2.3.1. If it is unclear how the two correspond, we will ask you about this.

1.3.2 Describe the applicant firm’s initial source of funding and how it will continue to be funded.

The applicant firm must outline its proposed arrangements for: (i) sourcing external funding; (ii) the repayment of such funding (for example, by the sale/securitisation of tranches of home finance business); and (iii) managing liquidity (including contingency funding arrangements).

1.3.3
Describe how the home finance products will be sold.
The applicant firm should provide sufficient information to enable us to understand how the applicant firm will source its customers, referring to any existing contacts/relationships and outlining how it will seek to market and deliver its services to prospective new customers, both initially and in the future. At a minimum this should include details of the following:

A.  An explanation of what distribution channels the applicant firm will use.

The applicant firm must also indicate for each distribution channel the anticipated percentage of total business volumes the channel will represent.

B.  Details of the promotion and marketing budget initially and in the future, including:

 i)
the amount of the marketing and promotion budget at the beginning of the first, second and third year of authorisation; and
ii)
how the budget in i) will be spent.
C.  The applicant firm must explain the pricing and fee structure and how these will be disclosed to customers. 

We will also need to understand the process used by the applicant firm to set its pricing and fee structure for it to be satisfied that these are appropriate. For example, we expect an element of the process to include comparison with key competitors.  

D.  Describe the nature of any remuneration and incentives provided to third parties, including procuring fees.  

Where such payments are made, the applicant firm must provide details on the nature of analysis it has performed to compare the amounts it pays with those amounts paid by key competitors. 
1.3.4
Describe the sales process and the customer journey.
We need to understand at a high level how the applicant firm’s sales process works, and how the customer experiences this.   
In addition, the applicant firm must include in it’s description, but not restricted to:
i)
the points in the sales process that the applicant firm has contact with the customer;
ii)
whether the applicant firm insists on customers receiving advice and, if so, the type of advice;
iii)
use of intermediaries and/or introducers; and
iv)
how legal and valuation work is undertaken.
1.3.5
Describe how the sales process will be governed and controlled. 

Here we seek to understand how well the applicant firm’s sales process is controlled, in order for the applicant firm to be satisfied that: 
· commercial objectives will be met within risk appetite; and 
· its customers receive the right information at the right time and are treated in accordance with FCA expectations, including the giving of clear, fair and not misleading information. 
1.3.6
Provide stress scenarios to show what will be the effect of the assumptions in 1.2.1 to 1.3.3 not turning out as planned.
The applicant firm should bear in mind that significant stress impact may result from material over-success, as well as from material under achievement of plans. 
1.3.7
What market research has the applicant firm undertaken to understand what the demand for the applicant firm’s products and/or service will be, and also competitor analysis to show how the products and/or service will compete in the market?
No additional notes
1.3.8
Please attach the following:
· Market Research

· Competitor analysis

· Any other evidence to support market research and competitor analysis.

No additional notes
1.4

Insurance business
1.4.1
Please provide a brief outline of the firms CPD (implementation) plans for sales staff involved in insurance distribution. This should include:

· the number of hours of CPD 
· the types of CPD
· how it is recorded.



All staff involved in insurance and reinsurance distribution must possess appropriate knowledge and ability to perform their duties. This is backed up by a requirement that staff undertake a minimum of 15 hours of continuing professional development (CPD) per year.
1.5

Board and management structure

1.5.1
Provide a structure chart of the proposed Board. For groups, include whether any Board members are employed by a group entity other than the applicant firm. For firms with overseas links, include whether the base location of any Board member is overseas.

No additional notes
1.5.2
Provide a proposed management structure chart and describe how these arrangements will operate in practice, including the experience of the management team in relation to the planned business.

No additional notes

1.6

Organogram
1.6.1
You must attach an organogram for the applicant firm showing all the operational functions required by the applicant firm and available resources necessary to conduct its proposed business.

We need to know how the applicant firm will be organised and the necessary functions that will need to be established for it to operate effectively. For example, lending / credit department, finance, marketing. Please provide this information in pictorial format.
	
2
	Scope of Permission required




Background

The Financial Services and Markets Act (FSMA) states that no person may carry on a regulated activity in the UK, or claim to do so, unless they are either authorised or exempt.  This is known as the general prohibition. If the applicant firm carries on a regulated activity that is not set out in its Scope of Permission Notice then it could be subject to enforcement action. 

Getting the applicant firm's permission notice right at the outset is fundamental.
It is the applicant firm's responsibility to make sure that the Scope of Permission it requests fully and accurately reflects the business it is proposing to carry on.

The Scope of Permission Notice shows the range of regulated activities the applicant firm will be authorised to carry out, and the types of investments and clients for which it can carry out business for each respective regulated activity. It will also contain what we refer to as 'requirements' and 'limitations'.  Broadly speaking, limitations are included in the descriptions of specific regulated activities (eg not to carry on business with retail clients) and requirements are on the firm to take or not to take specified actions (eg not to hold client money).

All of these details are recorded on the Financial Services Register.
Wording of the Scope of Permission Notice

The Scope of Permission Notice will follow the wording in the Perimeter Guidance PERG 2 (Annex 2) of the Handbook. 
Regulated activities

You can find a full description of each regulated activity in PERG of the Handbook, and you may also find it useful to look at the Handbook Glossary.

Investment types

You can find a full description of each investment type, including guidance on what is excluded from each definition, in PERG of the Handbook. 

Client types

For the definitions of the respective client types, please refer to the Handbook Glossary.  

2.1
Home finance business


Home finance business permission profile table

The applicant firm must look at the list of regulated activities and decide which are relevant to its proposed business. The applicant firm should use the answers given in Section 1, to help it compile its permission profile. 

2.2

General insurance distribution business


2.2.1
Is the applicant firm applying for permission to carry on regulated activities in general (non-investment) insurance contracts?

No additional notes.

2.2.2
General insurance distribution business permission profile table

The applicant firm must look at the list of regulated activities and decide which are relevant to its proposed business. The applicant firm should use the answers given in Section 1, Regulatory business plan, to help it compile its permission profile. 

The applicable investment type for general insurance business is 'Non-investment insurance contract'.
The applicable customer types for general insurance business are 'Retail (non-investment insurance)' and 'Commercial'.  For each general insurance regulated activity for which the applicant firm is applying for permission, it will need to select the appropriate customer type(s) for which it is applying to carry out.

2.3

Dealing as principal as part of treasury functions

2.3.1
Is the applicant firm applying for permission to carry on the regulated activity of dealing in investments as principal in relation to ‘contractually based’ investment types as part of its treasury functions only?

The applicant firm will carry out the regulated activity of dealing in investments as principal if it is proposing to buy/sell contractually-based investments as part of its treasury function, whether to generate a return or for hedging purposes. If this is the case, it will need permission for that regulated activity.

Please note that, under article 15 of the Regulated Activities Order, the applicant firm does not require permission to deal in investments as principal for treasury business in securities.

2.3.2
Investment types

No additional notes.

2.3.3
Client types

For the regulated activity of 'dealing in investments as principal', the applicant firm's clients will be the counterparties to the trades in which it will be dealing as principal.

We do not expect that these trading counterparties will be retail clients.

2.3.4
Standard limitation – investment activity in rights to or interests in investments

The wording of this standard limitation is as follows:

'Investment activity in 'rights to or interests in investments (contractually based investment)' is limited to the other investment types granted for this activity.
2.3.5
Standard limitation on dealing in investments as principal as part of its treasury functions only

No additional notes.

2.4

Other regulated activities



Is the applicant firm applying for permission to carry on any other regulated activities?

If a firm carries out a regulated activity that is outside the scope of its permission notice, then it could be in breach of FSMA. So, if the applicant firm has identified in Section 1 any other regulated business that it is proposing to carry out, it must apply for permission for the appropriate regulated activity, together with the corresponding investment and client types.

2.5

Agreeing to carry on a regulated activity



You must confirm that the applicant firm is applying for permission to ‘Agreeing to carry on a regulated activity’.

Under the permission regime, 'agreeing to carry on a regulated activity' is a regulated activity in its own right. Most firms carry on this regulated activity (which is limited as standard to agreeing to carry on only the other regulated activities specified in a firm's Scope of Permission Notice) as a matter of course.
2.6

Limitations

2.6.1
Standard limitation – regulated mortgage contracts - limited to second charge business only

Limitations are specific to a particular regulated activity and will limit, in some way, how it is carried out. 



Does the firm want to apply for a limitation on each of their regulated mortgage activities limiting them to second charge business only? 

No additional notes



Other limitations/requirements

2.6.2
If the applicant firm is seeking to attach any other limitations to any of its regulated activities, or any other requirements on it, then you must give details below.
Limitations are specific to a particular regulated activity and will limit, in some way, how it is carried out.

A limitation may come about because either you request one or we decide to impose one.

Should any requirements apply to the applicant firm's permission?

Limitations apply to specific regulated activities (see above) whereas requirements apply to a firm. Requirements are placed on a firm to take or not to take a specified action; for example, the firm must not hold or control client money.

As with limitations, a requirement may be because you request it or we decide to impose one. If it is the latter, we will discuss this with you when we process your application.

2.7

Client money



Is the applicant firm applying for permission to hold client money or other client assets for any of its business?

If the applicant firm is proposing to hold client money or other client assets for any proposed mortgage mediation activity, then it will be subject to a higher capital resources requirement. Refer to Section 3, Prudential category and capital resources, and MIPRU 4.2 (Prudential sourcebook for home finance firms and insurance intermediaries) and CASS for guidance.
Financial Promotions

From 7th February 2024 all authorised persons will require specific FCA permission to approve financial promotions for unauthorised persons. Authorised persons do not need to seek FCA permission to approve (i) their own financial promotions; or (ii) the financial promotions of their group entities or appointed representatives (in relation to regulated activities for which the firm has accepted responsibility).

2.8
Is the applicant firm applying for permission to approve financial promotions for unauthorised persons (other than its group entities or appointed representatives) under section 21 of FSMA?
No additional notes

2.9
Give details below of the type of investments the applicant firm wants to apply for permission to approve financial promotions for.
No additional notes

2.10
Give details of the categories of investment which have marketing restrictions which the applicant firm expects to approve financial promotions for.
The definition of restricted mass market investments can be found here: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R 
The definition of non-mass market investments can be found here: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=N 

Policies and procedures

2.11
How will the applicant firm ensure that the financial promotion is fair, clear and not misleading and otherwise complies with applicable financial promotion rules, both before approving it and, where relevant, during continued monitoring of its compliance with applicable financial promotion rules?
No additional notes

2.12
How will the applicant firm ensure the authenticity of the propositions described in the promotions it is asked to approve?
This may mean undertaking background checks on directors, controllers or other key individuals associated with the product provider.


2.13
How will the applicant firm mitigate the particular risks which it has identified for approving financial promotions for unauthorised persons? How will the applicant firm maintain adequate records of the financial promotions which it will approve?
Various Handbook rules require firms to maintain adequate records of the activities which they undertake.  For example, for investment-related financial promotions there are detailed rules in COBS 4.11.  There are also more general rules on record-keeping in SYSC 9.

You must include reference to the systems the applicant firm will use.  


2.14
How will the applicant firm ensure the commercial viability of the propositions described in the promotions it is asked to approve?
How will the firm ensure that promotions adequately warn potential consumers of any significant factors that could threaten the product’s viability, so that they can make an informed decision?

2.15
What process will the applicant firm follow for withdrawing an approval of a financial promotion, where this is required?
No additional notes
2.16
Is the applicant firm seeking permission to approve financial promotions for designated investments?
The definition of designated investment can be found here:

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=D 

2.17
How will the applicant firm assess whether relevant investments are reasonably capable of delivering advertised or headline rates of return?
No additional notes

2.18
How will the applicant firm assess whether there are any fees, commissions or other charges within a relevant investment’s structure or elsewhere that could materially affect the investment’s ability to deliver advertised or headline rates of return?
No additional notes

2.19
Will the applicant firm be approving financial promotions that retail customers can access?
The definition of retail customers can be found here: 

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R 
2.20
Approximately how many financial promotions does the applicant firm expect to approve if it is granted permission to do so? 

Do not include approvals that fall within the scope of exemptions from the need to apply for permission to approve financial promotions.

What the FCA will consider to be one financial promotion is set out in SUP 16.30.12 G.

2.21
Explain what fees the applicant firm intends to charge for approving and (where applicable) ongoing monitoring of financial promotions?
No additional notes
2.22
Give details of the
·  revenue the applicant firm estimates it will make from approving financial promotions

·  percentage of the applicant firm’s estimated revenue from approving financial promotions.
No additional notes
2.23 
Give details of the relevant experience of individuals who will approve promotions

No additional notes
	3
	Prudential category and capital resources



3.1

Prudential category



You must indicate the prudential category that applies to the applicant firm (you must select one only of the following five prudential categories).
Refer to MIPRU 4.2 for the applicable capital resources requirement.

3.2

Capital resources requirement 
3.2.1
Is the applicant firm applying to be a first charge only firm?

 FORMCHECKBOX 
You must only answer Question 3.2.2 if you are applying to be a first charge only firm.
3.2.2
The applicant firm must demonstrate that its capital resources will be sufficient to meet its capital resources requirement.

The applicant firm must provide three-year forecasts for the following:

a) profit and loss account;

b) balance sheet;

c) cashflow;

d) breakdown and total of capital resources; and

e) capital resources requirement.

The applicant firm must also outline: (i) the underlying assumptions of the financial forecasts (for example, operating costs assumptions, inflation, interest rates, exchange rates and provisioning levels); and (ii) the source(s) of the capital resources that the applicant firm's controller(s) will be providing.

The applicant firm should indicate which rule in MIPRU 4.2 (Capital resources requirement) it has used as the basis for calculating its capital resources requirement. Depending on its applicable prudential category, the applicant firm should consider whether: (i) all the home finance transactions it is proposing to monitor will be off its balance sheet; and (ii) it is seeking to hold client money or other client assets for mediation business.

The applicant firm should refer to MIPRU 4.3 (Calculation of annual income) and MIPRU 4.4 (Calculation of capital resources) for further guidance.

An applicant firm seeking permission as a home reversion plan provider of instalment reversion plans should refer to MIPRU 4.4.10R for the additional requirement for such business.

3.3

Professional Indemnity Insurance (PII)

3.3.1
Is the applicant firm applying for permission to carry on either any regulated home finance mediation activities and/or any regulated general insurance distribution activities?

No additional notes.

3.3.2
Will the applicant firm have PII cover that complies with the minimum standards set out in the Handbook from the date of authorisation?

Refer to MIPRU 3.2 for further guidance.

To answer 'yes' to this question, the applicant firm must have a quotation from a PII provider.

You should answer 'yes' to this question if all excesses and exclusions identified in the PII policy have been satisfactorily covered. For example, the applicant firm has adequate capital resources, or has made sufficient arrangements to mitigate high excess(es) or increased excess(es) for specific business types.  We would not expect the applicant firm to have exclusions for specific business types.

3.3.3
You must provide details of cover.

Home finance mediation activity
	Limits of indemnity

	Our rules require a firm's professional indemnity policy to provide specified minimum levels of cover. For the applicant firm's proposed home finance mediation activities, it must have a minimum level of cover of either:
· Single claim

Cover per claim equal to £100,000 or, if higher, 10% of annual income.
· Aggregate claim

Subject to cover equal to £500,000 or, if higher 10% of annual income.

Each case is subject to an upper limit of £1m cover.

	 Policy excess


	Type of firm

Maximum permitted excess

Home finance intermediary that does not hold client money or client title documents

£2,500 or, if higher, 1.5% of annual income

Home finance intermediary that does hold client money or client title documents

£5,000 or, if higher, 3% of annual income

A firm can hold an excess that is higher than the limits shown in the table above if it holds additional capital as required by our rules in MIPRU 3.2.14R.

	Increased excess(es) 


	If the excess limits exceeds the prescribed limit as per above for any specific business type, please state the increased level of excess relating to each business type(s).

For example, a firm can hold an excess that is higher than the limits shown in the table above if it holds additional capital as required by our rules in MIPRU 3.2.14R.

	Amount of additional capital required for increased excess(es)
	If the policy has exceeded the prescribed limit you must calculate the amount of additional capital required. Please refer to the table in MIPRU 3.2.14R.

You must ensure that any requirement to hold additional capital must be taken into account when calculating the applicant firm's capital resources requirement.


General (non-investment) insurance distribution activities
	Limit of indemnity
	Our rules require a firm's professional indemnity insurance to provide specified minimum levels of cover. 

If the applicant firm is subject to the Insurance Distribution Directive (IDD) you should state the applicable limits in Euros.

In relation to the applicant firm's insurance distribution activities, the policy must provide at a minimum the following:
· Single claim

Level of cover at least €1m per claim.
· Aggregate claim

Level of cover of €1.5m or, if higher, 10% of annual income.

In each case subject to an upper limit of £30m cover.

	Policy excess


	Type of firm

Maximum permitted excess

Insurance intermediary that does not hold client money or client title documents

£2,500 or, if higher, 1.5% of annual income

Insurance intermediary that does hold client money or client title documents

£5,000 or, if higher, 3% of annual income

A firm can hold an excess that is higher than the limits in the table provided above if it holds additional capital as required by our rules in MIPRU 3.2.14R.

	Increased excess(es)


	If the excess limit exceeds the prescribed limit shown above for any specific business type, please state the increased level of excess for each business type(s).

For example, a firm can hold an excess that is higher than the limits in the table provided above if it holds additional capital as required by our rules in MIPRU 3.2.14R.

	Amount of additional capital required for increased excess(es)
	If the policy has exceeded the prescribed limit you must calculate the amount of additional capital required. Please refer to the table in MIPRU 3.2.14R.

You must ensure that any requirement to hold additional capital is taken into account when calculating the applicant firm's capital resources requirement.


	4
	Governance



4.1

Senior management functions
4.1.1-4.1.5

List the names of the persons who will perform senior management functions. A person may perform more than one senior management function.  Where the person for the role has not yet been recruited, please indicate this in the relevant box below. The type of firm you are will determine the table you will need to complete.


It is the responsibility of the firm to ensure that no person performs a senior management function until the applicant firm has been authorised by us and we have approved the person to perform senior management function(s).  If granted, approval is effective from the date of authorisation. 

What is an approved person?

An approved person is a person who is approved by us to perform a senior management function for an authorised firm or an appointed representative. To be approved and continued to be approved to perform a senior management function, a person must:

· meet, and maintain, our criteria for approval (the 'fit and proper test'); and then

· perform their senior management function(s) in line with the FCA Handbook; and FCA’s Code of Conduct (COCON).

What is a senior management function?

A senior management function is a function, relating to the carrying on of a regulated activity by the firm, which is specified in the table of FCA senior management functions. Some senior management functions are required for every firm; others will depend on the nature of your business. Senior management functions have their own unique identification number. You can find a full list of all the senior management functions and an explanation of each one at: www.handbook.fca.org.uk/handbook/SUP/10C/ 

You should review the description of each senior management function and identify those that apply to the applicant firm.


4.1.6
You must fill in ‘Form A ( Application to perform controlled functions including senior management functions ’ for each person who will be performing a controlled function that you have listed in Question 4.1.2 to 4.1.5’ See https://www.handbook.fca.org.uk/form/sup/SUP_10C_Ann_3D_Solo_Long_Form_A_20191209.pdf for more information.
You must also provide a Senior Management Regime: Statement of Responsibilities (https://www.handbook.fca.org.uk/form/sup/SUP_10C_ann_5D_SOR_20160307.pdf ) with each Form A and attach it to your application in Connect 

No additional notes

4.1.7
You must give the name of the individual who will be responsible for insurance distribution activities if applicable.

No additional notes
4.2

Governance arrangements, responsibilities and controls

4.2.1
Assessment of the Board.

You must provide details of:

· the firm’s assessment of what skills and experience are required collectively by the Board for the business model proposed;

· the gaps identified in the proposed Board against the collective skills and experience assessment;

· the plans to resolve the gaps identified; and

· the recruitment process, including such areas as compliance with diversity and equality legislation.

No additional notes

4.2.2
Job descriptions for each individual for whom the applicant firm is applying for approval to perform a senior management function.

The job descriptions should clearly outline: reporting lines, objective of the role, description of duties and responsibilities, decision making authorities, what happens when the person who holds the role is not contactable / unavailable for a period of time. This list is not exhaustive.
4.2.3
Individual assessment of competence and capability to perform the role.

You must provide this assessment, in relation to the role, for each individual for whom the applicant firm is applying for approval to perform a senior management function.

The assessment of competence should consider the competencies required for the role, actual competence and an explanation of how any competency gaps will be assessed.
4.2.4 Board and executive committees, terms of reference and membership.

As well as assessing the individual directors, we will consider the collective suitability of the board / governing body. We would usually expect the board to be able to act independently of any controller or parent undertaking, and for an adequate proportion of the board to have relevant experience of working in a regulated home financing company of similar size and nature of business. 

We consider that non-executive directors, with appropriate experience, may help to provide the necessary skills and balance on the board.  The authorisation department at the FCA should be consulted if there is any doubt regarding the suitability of the composition of the proposed board. 

4.2.5
Provide details of the Management Information (MI) that will be provided to the board, and executive committees and key individuals. Please also state the frequency that this MI is presented to the board, senior committees and key individuals.

No additional notes.

4.2.6
Explain how the remuneration of management will be structured.

Here we are seeking to understand how the applicant firm’s management and key people are remunerated and incentivised, including the factors that are taken into account when distributing bonuses.
	5
	Shareholders




5.1

You must provide the following information for any individual(s) who have a shareholding in the intermediary (shares and voting rights) exceeding 10%.

No additional notes.
5.2

You must provide the following information for any firm(s) who have a shareholding in the intermediary (shares and voting rights) exceeding 10%. 
No additional notes.

5.3
Is the applicant completing the Owners and Influencers Appendix?
You must notify us about any other firms or individuals that an applicant firm may have close links with – whether directly, or through a parent or a subsidiary – so we can be sure that we can supervise you effectively. You will find below:

· a diagram (1) which sets out the types of relationships between firms and individuals that we consider to be close links; and

· a flowchart (2) which will help you in deciding if you have close links.

(1) 


(2)
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For further guidance on close links please see:

· SUP 11 https://www.handbook.fca.org.uk/handbook/SUP/11/ ; and 

· Handbook Glossary https://www.handbook.fca.org.uk/handbook/glossary/ . 

Overlap between controllers and close links (this applies to applicant firms completing both Owners & Influencers and Controllers appendices)

There is often an overlap between an applicant firm's controllers and its close links. For example, an organisation that owns 20% of the voting power or capital of the applicant firm is both a controller and a close link. If you are asked to provide a structure chart for controllers and for close links, you can provide a single structure chart showing both.


5.4
You must provide a structure chart to show the nature of the relationship between the applicant firm and each close link (please include the business type of the close link).  

The structure chart should show clearly:

(i)  the close link(s)'s name(s);

(ii)  the close link(s)'s address(es);

(iii) the category of each close link – a, b, c, d, e or f (please see diagram (1) above); and 

(iv) the details of any regulatory body that regulates each close link. Please include the address, telephone number, email address and a contact name at the regulator. (If a close link is regulated by us, please provide the firm’s reference number wherever possible).

Please note you will need to complete the appropriate Controller Appendix for any close links falling into category e (please see diagram (1)).


5.5
Are you aware of any information to suggest that any close link is likely to prevent our effective supervision of the applicant firm?
Possible examples of the kind of issues that might impinge on our effective supervision include anything that might:

· affect your ability to provide adequate information to us at any time;

· hinder the flow of information from the applicant firm or the applicant firm's close link(s) to us at any time; or

· prevent us from being able to assess the overall financial position of the applicant firm or your close link(s) at any time.

Please consider in particular if such issues may arise because the close link is subject to the laws of a state outside the EEA. A list of EEA member states is provided at the beginning of this section.

	6
	Risk management, compliance, internal audit and policies




6.1
Compliance arrangements

We need to be satisfied that the applicant firm has in place the appropriate compliance arrangements to meet its regulatory obligations, both when we authorise it and on an ongoing basis.

In assembling its compliance procedures manual for its proposed main business of home finance providing/administration, the applicant firm should have regard to the FCA’s Principles for business and the Handbook as a whole. In particular, we would draw the applicant firm's attention to the following sourcebooks of the Handbook: APER, DISP, FIT, SUP, SYSC, TC and MCOB, as well as ICOB and CASS (if the applicant firm is also applying for permission to carry on general insurance business).


6.1.1
You must attach the applicant firm’s compliance structure and resources (including a required skills and experience of staff).
It is the responsibility of the governing body to ensure that it has a compliance organisational and reporting structure in place, adequately resourced with staff of relevant experience and skills, appropriate to the size and complexity of its business. Provide, relevant to the applicant firm, structure charts and description of how the compliance arrangements will be set up and operate, including independence, to enable the governing body to fulfil its regulatory compliance responsibilities. 

6.1.2
You must attach the applicant firm’s compliance procedures manual.

The compliance procedures manual must be specifically tailored to the applicant firm's proposed business, and should be designed to be easy to use, amend and to keep up to date. 

6.1.3
You must confirm that all senior management of the applicant firm are aware of and understand the compliance procedures.

No additional notes. 

6.1.4
You must attach the applicant firm’s compliance monitoring programme for 12 months from authorisation.
 FORMCHECKBOX 
The applicant firm must establish, maintain and carry out a programme of actions to check it carries on, and continues to carry on, its business in compliance with the applicable FCA Rules and Guidance, and line with its compliance procedures, at all times.

The compliance monitoring programme must be relevant to, and tailored to reflect, the applicant firm's proposed business. Each applicant firm's compliance monitoring programme will therefore be unique.
A compliance monitoring programme must describe the actions that will be taken to ensure that the applicant firm carries out its business in accordance with the FCA principles for business, it must describe:

• testing to be carried out; 

• how often;

• by whom – the role of the person responsible for testing (for example the compliance officer, training and competence officer, money laundering reporting officer); and 

• records to be retained evidencing the testing carried out. 
The compliance monitoring programme must be approved by the relevant compliance oversight body in the applicant firm. 


6.2
Internal audit arrangements

6.2.1
Will the applicant firm have an internal audit function?



Internal audit structure and resources

It is the responsibility of the governing body to ensure that it has an independent internal audit organisational and reporting structure in place, adequately resourced with staff of relevant experience and skills, appropriate to the size and complexity of its business.  Provide, relevant to the applicant firm, structure charts and a description of how the internal audit arrangements will be set up and operate in practice. 



Internal audit methodology

The internal audit methodology should be a risk-based methodology appropriate to the scope, size and complexity of the applicant form’s proposed business.



Internal audit Plan for 12 months from authorisation 

The applicant firm must establish, maintain and execute an internal audit programme to assess adherence to, and the effectiveness of, internal systems and controls, procedures and policies including the quality of risk management systems.

The internal audit programme must be relevant to, and tailored to reflect, the applicant firm's proposed business. 

The internal audit programme must be approved by the Audit Committee or relevant internal audit oversight body in the applicant firm.


6.3
Risk Management

We need to be satisfied that the applicant firm has in place an appropriate risk management framework, both when we authorise it and on an ongoing basis.

6.3.1
Describe the applicant firm’s risk appetite and the manner in which this is established, including any deviation from its proposed business plan.

We will need to understand how the applicant firm will decide on which customers to lend to, what limit triggers are in place and the associated escalation procedures. 

The applicant firm must provide us with a statement of risk appetite described in measurable metrics.

6.3.2
How will risks be identified, controlled/mitigated, monitored and reported?

Here the FCA is seeking to understand the applicant firm’s proposed risk management framework and who will have overall responsibility for risk management. 

In addition, if the applicant firm has established a three lines of defence model, provide details of the first, second and third lines of defence. 

6.3.3
Explain the types of risks the business faces indicating in each case whether the level of risk is perceived as high, medium or low, and outline the strategy for managing that risk.

In addition to risks identified by the applicant firm, the following risk areas must be covered:


· credit risk;

· market risk; and

· operational risk.

6.3.4
Describe the processes, systems and controls that will be implemented for each department.

The applicant firm should consider, but not be restricted to, the following:

· Describe how the applicant firm manages its credit risk.  Where applicable this should include:

i. procedures for sanctioning new business;

ii. approaches to assessing affordability, including the affordability calculation, what the applicant firm accepts as income (including commission, bonuses, overtime, etc), assessment of self-employed income/accounts and periods over which income is assessed; and

iii. the procedure for provisioning for bad and doubtful debts.

· Describe the controls over sanctioning new business, liquidity and funding, IT, and details on segregation of duties.

· Outline the person(s) responsible for financial reporting, including preparing regulatory returns.

· Indicate the staffing levels in each area.

· Describe proposed staff training.

· Explain the Internal audit, compliance and risk management arrangements.

· Provide details on the procedure for approving new products.

Policies and procedures


6.4
Financial crime

6.4.1
You must attach the applicant firm’s financial crime policies, including anti-money laundering and anti-fraud, and an overview of the key procedures that they have put in place to counter the risk that it might be used by third parties to further financial crime. This includes any offence involving: fraud or dishonesty; misconduct in, or misuse of information relating to, financial markets; handling the proceeds of crime; and bribery and corruption offences.

The applicant firm must adopt procedures to prevent it from being used to further financial crime. For fraud, this could be either by one of its own employees, or due to negligence, allowing customer details to be obtained and used illegitimately by third parties. In assessing this risk, you should consider who will have access to customer details, where they will be held and, eventually, how these will be disposed of. 

The applicant firm must adopt procedures for identifying fraudulent applications from customers, having regard to both: (i) verification of a customer's identity; and (ii) a customer's self-certification of income.

The applicant firm must adopt procedures for assessing its exposure to the risk of money laundering and financial crime. It must also be able to demonstrate the procedures it will adopt to identify its customers.

The applicant firm's transaction monitoring procedures must include provisions in the event that a suspicious transaction is identified, and the reporting lines and responsibility for suspicious transactions.

The applicant firm must adopt procedures to ensure that it is not party to financial crime. In this respect, it must not maintain relationships with businesses associated with crime, such as shell banks or terrorist organisations on the Bank of England sanctions list.

The above list is not exhaustive. We expect the applicant firm to have assessed the financial crime risk it faces, and addressed these. For further details on financial crime, the applicant firm should refer to SYSC and guidance issued by the Joint Money Laundering Steering Group.

6.5

The Consumer Duty & Fair Treatment of Customers
6.5.1 Depending on their activities, firms will be subject to either Principle 6 (A firm must pay due regard to the interests of its customers and treat them fairly) or Principle 12 (A firm must act to deliver good outcomes for retail customers). Principle 12 and the Consumer Duty apply to all firms that determine, or have a material influence over, retail customer outcomes, even if they do not have a direct relationship with retail customers.  We believe how a firm intends to treat its customers to be a key part of its programme of operations.  

You can find out more about the Consumer Duty and Fair Treatment of Customers on our website (https://www.fca.org.uk/firms/consumer-duty) and (https://www.fca.org.uk/firms/fair-treatment-customers). 
6.5.1.2
When the applicant firm developed its business plan, how did it account for the fair treatment of customers or the need to act to deliver good outcomes to retail customers? 

No additional notes.
6.5.1.3
How will the applicant firm demonstrate that it is treating customers fairly or consistently acting to deliver good outcomes to retail customers? 

No additional notes.
6.5.1.4
What has the management of the applicant firm identified as the key risks to treating customer fairly or acting to deliver good outcomes to retail customer, and what action has been taken to mitigate these risks?

No additional notes.


6.6
Other policies

6.6.1
You must attach the applicant firm’s Business Continuity Plan and policy

Business continuity planning should cover disaster recovery and management for the whole business, not just the IT systems, and should be regularly reviewed and tested to ensure that plans remain pertinent to the business operations.  Refer to SYSC 4 of the Handbook.

6.6.2
You must attach the applicant firm’s Trading book policy.
No additional notes.


6.7
Training and competence (T&C) regime

6.7.1
You must attach the applicant firm’s T&C regime or arrangements.

A firm must employ personnel with the skills, knowledge and expertise necessary for discharge of the responsibilities allocated to them. The T&C arrangements must cover all levels of personnel (including relevant persons working on behalf of the firm). You should refer to competency requirements in relevant parts of the Handbook, including SYSC, SUP 10 and APER (Approved Persons): and TC and other relevant conduct of business sourcebooks relevant to the proposed business. 

6.7.2
Is the applicant firm applying for permission to carry on any advising regulated activities?

The applicable advising regulated activities are advising on regulated mortgage contracts, advising on a home reversion plan, advising on a home purchase plan, and advising on investments (in general (non-investment) insurance contracts.

If the applicant firm is applying for permission to carry out any advising regulated activities, it must ensure that the T&C regime or arrangements must describe in detail the applicant firm's procedures for assessing the competence of staff to advise customers on regulated products.

Members of staff who advise on any regulated mortgage contracts (including regulated lifetime mortgage contracts), home reversions plans, home purchase plans and general (non-investment) insurance contracts do not perform a senior management function. However, they still need to be assessed as competent to do so. So the applicant firm will require its own internal training and competence procedures for such staff (refer to TC 2 for guidance).

6.8

Knowledge and competence

The Mortgage Credit Directive (MCD) sets minimum standards of professionalism for mortgage lenders and intermediaries, those involved in the manufacture of mortgages and those involved in granting loans. The Directive lists nine areas of appropriate knowledge (including the loan products offered, the property sales process, valuations, ethics and assessing affordability).

Our mortgage rules require all sellers to have a level 3 qualification. We consider that those with the existing qualification will meet the MCD standard.

However, for those involved in the manufacture of mortgages or granting credit, our existing high-level competency requirements in the Training and Competence (TC) Sourcebook (see TC 2.1) have been amended to meet the MCD standard. Those involved in the manufacture of mortgages or granting credit will not be required to get a specific qualification, although they might choose to obtain a similar qualification to mortgage sellers. 
The MCD recognises that roles in mortgage firms vary and not all require the same types of knowledge. Our rules allow each lender to consider the role each individual performs and determine which areas of knowledge are required

6.8.1
You must attach the applicant firm’s knowledge and competence policy 

No additional notes
6.9

Specific compliance areas – MCOB


6.9.1
Home finance business documentation table

Responsible lending policy

The requirement for a mortgage lender to have a written responsible lending policy is set out at MCOB 11.6.20R. If the applicant firm is not applying for permission to carry on the regulated activity of entering into a regulated mortgage contract, this requirement will not apply to it.

Refer for guidance to MCOB 5 (illustration), MCOB 6.4 (offer). 

The applicant firm must also provide the procedures which will be in place for ensuring that the policy is adhered to. The FCA recognises that these procedures may also cover the credit policy and other relevant polices. 



Credit policy and execution only policy 

The applicant firm must also provide the procedures for ensuring that the policy is applied. 

The procedures must be of sufficient detail to enable an individual, who is unfamiliar with the process, an understanding of how the policy is applied, including the factors and criteria referred to for decision making and the controls in place to ensure that the policy is adhered to.



Entering into a home purchase plan?

Refer for guidance to MCOB 4.10 (risks and features statement), MCOB 5.8 (financial information statement), MCOB 6.8 (offer).



An equity release provider?

Refer for guidance to MCOB 9.3 and 9.4 (illustration), MCOB 9.5 (offer).


Regulated sale and rent back agreement

Refer for guidance to MCOB 4.11 (initial disclosure requirements documentation), MCOB 5.9 (pre-sale disclosure), MCOB 6.9 (pre-offer and offer documents) and MCOB 2.6A.5B (tenancy agreement). 

6.9.2
Is the applicant firm applying for permission to carry on any home finance mediation and/or general insurance distribution regulated activities?

The required disclosure documents are:

· For regulated mortgage contracts: the illustration (refer to MCOB 5.5).

· For home purchase plans: the risks and features statement (refer to MCOB 4.10) and the financial information statement (refer to MCOB 5.8).

· For equity release products (lifetime mortgages and home reversion plans): the illustration (refer to MCOB 9.3 and MCOB 9.4).

· For sale and rent back agreements: the pre-sale disclosure (refer to MCOB 5.9).
· For general insurance distribution regulated activities: the Insurance Product information document (IPID) 
6.9.3
Will the applicant firm be advising on and / or arranging lifetime mortgages and/or home reversion plans?

Refer to MCOB 8 and TC2 for guidance.

6.9.4
Will the applicant firm be advising on and/or arranging regulated sale and rent back agreements?

Please refer to MCOB 4.11, MCOB 5.9 and TC 2.

You must confirm that the applicant firm has documented procedures in place for compliance with these additional requirements, and has attached a copy of these procedures. 
Please refer to MCOB 4.11 and MCOB 5.9.

	7
	Infrastructure




7.1

Outsourcing
7.1.1
You must provide a high level overview of any outsourcing of operational functions to third parties – what to whom. 

Where a firm outsources critical or important operational functions or any relevant services and activities, it remains fully responsible for discharging all of its obligations under the regulatory system and must comply with the following conditions: 

· The outsourcing must not result in the delegation by senior personnel of their responsibility. 

· The relationship and obligations of the firm towards its clients under the regulatory system must not be altered. 

· The conditions with which the firm must comply in order to be authorised, and to remain so, must not be undermined. 

· None of the other conditions subject to which the firm's authorisation was granted must be removed or modified.

Refer to SYSC 8 in the Handbook for the requirements in relation to outsourcing.

7.1.2
You must attach details of external and intra-group outsourcing proposed to support the applicant firm’s operations.

No additional notes

7.1.3
You must attach details of oversight responsibilities and arrangements, systems and controls for each outsourced function material to the applicant firm’s management and operations.

No additional notes.

7.1.4
You must attach copies of service level agreements and arrangements for each outsourcing material to the applicant firm’s management and operations.

 FORMCHECKBOX 
No additional notes.

7.2

IT systems

Where applicant firms are heavily dependent on IT systems, it is important that the risks relating to; customers from any compromise, failure and error, will need to be understood and appropriately managed. The FCA needs to be satisfied that the applicant firm will have in place robust IT systems and the control framework for managing the risks posed by them from authorisation and on an ongoing basis.
It is important to note that, at the point of authorisation, for Threshold Conditions to be satisfied, IT systems and governance must be fit for purpose and ready to support the planned business.

7.2.1
You must provide a high-level overview of intended IT systems

Provide a high-level description of IT systems to be employed across the proposed business, identifying whether these are existing proven systems or in development. Then complete Section 6 with the more detailed information about IT arrangements. 

7.2.2
You must confirm whether the applicant firm will use new of existing core IT systems.

No additional notes
7.2.3
Will the applicant firm's IT systems applications automatically interface with customers/counterparties?

The IT systems applications will automatically interface with customers/counterparties, for example, in such circumstances when:

· they receive transactions automatically, eg from the internet;

· they generate transactions to a third party, eg for electronic transfer of payments/payments instructions, confirmations, customer deposits; or
· they generate payments via the internet.

7.2.4
You must confirm that the applicant firm will be able to meet the FCA Reporting requirements relevant to the new regulated business scope.
Refer to SUP 16 for core reporting requirements.  You should refer to other sections of the Handbook relevant to the proposed scope of your business to identify any other reporting requirements that may be applicable.

 FORMCHECKBOX 


	8
	Fees and levies 




Firms fall into fee blocks according to their permissions. The rules about which activities fall into which fee blocks are in FEES 4 Annex 1A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html 

The firm will be allocated to corresponding fee blocks for the Ombudsman Service (FOS) and the Financial Services Compensation Scheme (FSCS), unless the firm has declared itself to be exempt.

The firm will be billed on the information supplied here for the first fee year of being authorised. For firms that gain their authorisation between 1 January and 31 March, the data provided here will also be used for the following fee year.

Please ensure the data submitted in this section is as accurate as possible as a poor estimate or forecast is unlikely to be grounds to revise fees at a later stage. We will only accept changes to the data provided here in exceptional cases, for example where the business plan has been revised before the date of authorisation.

The rules about calculating fees in a firm’s first and second year of authorisation are in FEES 4.2.7 https://www.handbook.fca.org.uk/handbook/FEES/4/2.html 

When reporting monetary fee tariff data, firms should provide a projected valuation covering the first 12 months from the date of authorisation measured according to the relevant tariff bases. Monetary figures must be in GBP. If the answer is 'nil' please write 'nil' – do not leave any boxes blank.
All authorised firms pay minimum fees towards the annual regulatory costs. Larger firms will pay a variable fee in proportion to the size of its tariff data. You can estimate your regulatory fees and levies using our fee calculator at https://www.fca.org.uk/firms/calculate-your-annual-fee/fee-calculator 

Guidance notes for calculating the tariff data are available at https://www.fca.org.uk/firms/fees/report-fee-tariff-data. Links to the relevant parts of the Handbook can be found in the notes below. 

Please contact the Customer Contact Centre on 0300 500 0597 if you require further clarification for this section. 

FCA fees


8.1
Fee block A.2 – Home finance providers and administrators



How many new mortgages, home purchase plans, home reversion plans and regulated sale and rent back agreements does the applicant firm estimate it will enter into in the first year of authorisation?



and



How many mortgages contracts, home purchase plans, home reversion plans and regulated sale and rent back agreements does the applicant firm estimate it will administer, by the end of its first year of authorisation? Please multiply this number by 0.05 for home finance outsourcing firms, and 0.5 for all other firms.

A firm authorised as a home finance lender and/or administrator will be allocated fee block A.2. A firm will also be in A.2 if it carries out this activity on an outsourced basis on behalf of a provider or a primary administrator. For home finance transactions administered, make sure you apply the multiplier before entering the figure.

8.2

Fee Block A.18 – Home finance providers, advisers and arrangers 



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business (including home reversion, home purchase and regulated sale and rent back activities)?

Firms authorised for home finance mediation business will be allocated to fee block A.18. Your firm is required to report the amount of annual income the firm estimates it will receive from such business from the first year of business, i.e. over 12 months from the date of authorisation.

Reference to home finance mediation activity includes mortgages, home purchase or reversion and regulated sale and rent back mediation activities. 

You can find the detailed rules about this tariff base in FEES 4 Annex 1A Part 2 https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html and the definition of annual income in FEES 4 Annex 11A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex11A.html 
8.3

Fee Block A.19 – General insurance distribution


How much annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment insurance contracts (including pure protection) business?

Firms authorised for non-investment insurance distribution business will be allocated to fee block A.19. Your firm is required to report the amount of annual income the firm estimates it will receive from such business from the first year of business, i.e. over 12 months from the date of authorisation. 

General insurance distribution activities include general insurance contracts, pure protection contracts and connected travel insurance contracts. 

You can find the detailed rules about this tariff base in FEES 4 Annex 1A Part 2 https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html and the definition of annual income in FEES 4 Annex 11A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex11A.html
Money Advice Service fees


8.4
Fee block MA02 – Debt advice levy – Home finance providers and administrators


What is the GBP value of all regulated and non-regulated residential loans to individuals – the sum of gross unsecuritised and securitised balances – that the applicant firm estimates for the end of the first year of authorisation?


A firm authorised as a home finance provider or administrator will be allocated to the MAS debt advice fee block MA02. Tariff data for this fee block should follow the methodology set out in SECTION A: BALANCE SHEET of SUP 16 Annex 19B.
The Ombudsman Service General Levy

The Ombudsman Service general levy is based on relevant business. Relevant business is business conducted with eligible complainants who are consumers only. If you will only conduct business with eligible complainants who are not consumers then you should report ‘nil’ in this section. Alternatively, if you will not conduct any business with eligible complainants you can apply for an exemption from the Ombudsman Service levy. We define an 'eligible complainant' under DISP 2.7 in the Handbook https://www.handbook.fca.org.uk/handbook/DISP/2/7.html. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 8.11).


8.5
The ombudsman service’s industry block I001 – Deposit acceptors, home finance providers and administrators



How many relevant accounts does the applicant firm estimate it will have at the end of the first year of business?

For ombudsman general levy, deposit acceptor, home finance lenders and administrators are in the same fee block – I001. The FOS tariff measure for firms in block I001 (excludes credit unions) is ‘number of accounts’ relevant to these activities. 

Please report only those accounts to be held by consumers. An account need only be counted once even if it is relevant to two or more activities. 
You can find the detailed rules about this tariff base in FEES 5 Annex 1R https://www.handbook.fca.org.uk/handbook/FEES/5/Annex1R.html
8.6

The ombudsman service’s industry block I016 – Home finance providers, advisers and arrangers 



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business only?

The data submitted here is to calculate your Ombudsman Service levy in relation to home finance mediation business.

In most cases the data you report here will be the same as that reported under fee block A.18. You should only exclude income that does not relate to consumers.

8.7

The ombudsman service’s industry block I017 – General insurance distribution


How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment insurance contracts (including pure protection) business?

The data submitted here is to calculate your Ombudsman Service levy in relation to its non-investment insurance distribution business.

Please only include income in relation to consumers. If the your entire non-investment insurance distribution business will be conducted with consumers then the data you report here will be the same as that reported under fee block A.19.

Financial Services Compensation Scheme (FSCS) Levy

The FSCS levy comprises three parts: 

· Base Costs - operating costs not directly related to the payment of compensation.

· Specific Costs - operating costs that are directly related to the payment of compensation arising from valid claims.

· Compensation Costs - provides the funds to make valid compensation payments.

As a newly authorised firm your first invoice will only cover the Base Costs of the FSCS levy, which is based on your FCA fees. After this the firm will be liable for the full FSCS levy. The tariff data provided here will only be used to calculate your FSCS levy in the second fee year if your firm receives its permission between 1 January and 31 March. 

For specific and compensation costs firms are allocated to one or more FSCS classes according to their permission. Details of FSCS classes and tariff bases are set out in FEES 6 Annex 3A of the Handbook: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html.

The levy is based on the amount of eligible business a firm undertakes in each class. 

Eligible business refers to business conducted with eligible claimants. An eligible claimant is a person or entity that is able to bring a claim for compensation to the FSCS under COMP 4.2 of the Handbook. For details of persons that qualify for FSCS compensation, see: https://www.handbook.fca.org.uk/handbook/COMP/4/2.html. 

If you will not carry on any business with eligible claimants, you can apply for an exemption from the FSCS specific and compensation levy. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 7.12).

8.8

Class B2 / Category 1.1 – General insurance distribution


How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to non-investment distribution insurance contracts?

The data submitted here is to calculate the firm's FSCS levy in relation to general insurance distribution contracts only. 

Detailed information on how to calculate the annual eligible income (AEI) for this class is provided in the fees section of the FCA website at https://www.fca.org.uk/publication/fees-information/fscs-sb02-guidance.pdf and in the Handbook under FEES 6 Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html 

8.9

Class E2 / Category 4.1 – Home finance mediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?

The data submitted here is to calculate the firm's FSCS levy in relation to home finance mediation business i.e. advising and arranging a home finance transaction. 

Detailed information on how to calculate the annual eligible income (AEI) for this class is provided in the fees section of the FCA website at https://www.fca.org.uk/publication/fees-information/fscs-se02-guidance.pdf and in the Handbook under FEES 6, Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html 
Declaration of ongoing FCA fees liability

8.10
You must confirm that the applicant firm understands that it is liable and remains liable to pay fees until such time as the FCA cancels its permission. This is irrespective of whether it is trading, or even if it has notified us of intention to cease trading or submitted an application to cancel.

The rules in FEES 4.2.9 and FEES 4.3.13-14 describe the fee obligations of firms who are cancelling their permissions.

Declaration of FSCS and the Ombudsman Service exemption

8.11
The Ombudsman Service exemption – if the applicant firm will not conduct business with eligible complainants and does not foresee doing so in the immediate future, please tick the box on the form.

Please read the Ombudsman Service exemption guidance before completing this section. This can be found on the FCA website at: https://www.fca.org.uk/publication/publications/fos-notice.pdf. 

Applicant firms that do not conduct business with eligible complainants can qualify for exemption from the Ombudsman Service levy. There are some additional, non-fees implications of being exempt. Further details of exemption from funding the Ombudsman Service are in DISP 1.1 in the Handbook: https://www.handbook.fca.org.uk/handbook/DISP/1/1.html.

Retail clients are likely to be eligible complainants. An applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from the Ombudsman Service general levy. 'Eligible complainant' is defined in DISP 2.7 of the Handbook: https://www.handbook.fca.org.uk/handbook/DISP/2/7.html.

If at any point an exempt firm believes that it is conducting, or will conduct, business with eligible complainants, it must notify us immediately in writing under DISP 1.1.10R.

8.12
FSCS exemption – if the applicant firm will not conduct business that could give rise to a protected claim by an eligible claimant and does not foresee doing so in the immediate future, please tick the box on the form.

Please read the FSCS exemption guidance before completing this section. This can be found on the FCA website at: https://www.fca.org.uk/static/fca/documents/fscs-guidance.pdf. Further details of exemption to the FSCS levy can also be found in the Handbook in FEES 6.2 https://www.handbook.fca.org.uk/handbook/FEES/6/2.html. 

Retail clients are likely to be eligible claimants. An applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from FSCS levies. For a full definition of an 'eligible claimant' see COMP 4.2 in the Handbook: https://www.handbook.fca.org.uk/handbook/COMP/4/2.html. 

The FSCS levy is broken into three parts. Applicant firms that will not conduct business with eligible claimants can qualify for exemption from the Specific and Compensation costs of the FSCS levy. Please note that all applicant firms will pay toward the Base cost of the FSCS regardless of exemption unless they are non-participant firms. Non-participants firms include authorised professional firms who are members of the Law Society in England and Wales, or Scotland. Please refer to the Handbook for the full list of non-participant firms: https://www.handbook.fca.org.uk/handbook/glossary/G837.html  

If at any point in the future the firm believes it is conducting, or will conduct, business with eligible claimants, it must notify us immediately in writing under FEES 6.2.4R.






Please take time to read these notes carefully.  They will help you to fill in the supplement form correctly.





When completing the application forms you will need to refer to the Handbook: � HYPERLINK "https://www.handbook.fca.org.uk/" �https://www.handbook.fca.org.uk/� 








If after reading these notes you need more help please:


check the FCA website


consult the Handbook:  � HYPERLINK "https://www.handbook.fca.org.uk/" �https://www.handbook.fca.org.uk/� 


call the FCA Customer Contact Centre on 0300 500 0597


email the FCA Customer Contact Centre: � HYPERLINK "mailto:Firm.Queries@fca.org.uk" �Firm.Queries@fca.org.uk� 





These notes, while aiming to help you, do not replace the rules and guidance in the Handbooks.








Terms in this form


These notes use the following terms:


'you' refers to the person(s) signing the form on behalf of the applicant firm


‘they’ and ‘firms’ refers to firm financial services firms


'the applicant firm' refers to the firm applying for authorisation


‘we’ refers to FCA


‘the FCA refers to the Financial Conduct Authority


FSMA refers to the Financial Services and Markets Act 2000


words in italics are defined terms which you can find in Handbook Glossary at: � HYPERLINK "https://www.handbook.fca.org.uk/handbook/glossary/" �https://www.handbook.fca.org.uk/handbook/glossary/�   





Important information





At the point of authorisation we expect the applicant firm to be ready, willing and organised to start business.
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